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SCHEDULE 2

EMPIRICAL ANALYSISOF LOCAL EXCHANGE

COMPETITION INILLINOIS

. INTRODUCTION

Competition in Illinois has been growing exponentidly in the last severd years, both in terms of
the sheer numbers of lines being attracted away from Ameritech to competitive providers, and in
terms of the diversty of competitive offerings. In Schedule 3, | profile severa of the most
important CLECs in lllinois and their diverse drategies, cgpabilities, and offerings.  In this
schedule, | quantify the development of loca exchange competition in lllinois in the last severd
years, using data on actua line losses, UNE loop counts, resde lines, and other data provided
by Ameritech and other sources. The andysis consders the magnitude and the growth in both
fadlities and non-facilities based compstition in lllinois. | examine the growth in resold loops and
UNE loops from December 1997 to March 2000 and show that the expectations of the
Tdecommunications Act of 1996—that competition would progress from resale, to UNE-
based, to pure facilities-based—are clearly redized in the data. | examine the business market
separatdy from the resdential market to the extent the data will dlow, since the markets do
have economicdly different characterigtics, the players are sometimes different, and the policy
interests are different for the two groups. In addition, | felt it was important to evaluate not only
the magnitude of competition in Illinois, but the geographic diversity of it aswel. If CLECS are
providing, say, half a million lines in lllinois today (and | will present an esimate that is of that
order of magnitude), the interpretation of that figure would differ depending on whether dl those
lines are in Chicago, or are dispersed around the gtate. In order to quantify the geographic
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coverage of competitive offerings, | present an anadyds known as “addressability.”

Addressahility, which | will explain in detall below, is a means of summarizing wire-center-

gpecific data to quantify the reach of competitors to where the customers, lines, and revenues

areinthe market. The data show the following facts about the market in [llinois.

?7?

?7?

?7?

?7?

Competition is now moving into a more mature phase in which resale is being replaced by
UNE-based provison of services, and UNE-based service are being migrated to carriers

own fadilities.

Compstition is dispersed around the state and throughout al access aress. Facilities-based
competition has become nearly ubiquitous in the entire Ameritech lllinois region; is
absolutdy ubiquitous in access area A; and is trandtioning most rapidly to facilities in access

areaB. Growth in geographic disperson of servicesis most rapid in access area C.

CLECS compstitive inroads are coming not only from new “growth” lines in the market:
CLECs are egting into Ameritech’singdled base. Ameritech’sretall business line count has

fallen in absolute numbers by over 100,000 linesin the last year.

CLECs ae actively investing in their own facilities. We know that they have subgtantia
fiber networks in the Chicago area and dso in some downdgtate areas, and they have
inddled 62 switches in Ameritech IllinoiS' s sarvice territory.  Data on minutes terminating
from CLEC networks to Ameritech’s network support the conclusion that facilities-based

provison of sarvicesis growing exponentidly.
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In Illinois there are three regulatory-defined access areas. access area A cons s of Sx heavily
trafficked wire centers located in and around the Chicago business district (i.e., the “Loop”);*
area B conssts of 37 wire centersin or adjacent to the Chicago city limits;, and area C congsts

of 235 downgate Illinois wire centers.

Summary statistics on the economic activity in each access area are presented in Figure 1. The
Figure clearly identifies access area C asthe largest of the three areas in terms of total lines and
total revenues. Access areas A and B, however, contain a higher than average concentration
of loca loops and generate greater than average revenues per wire center than area C.  For
example, access area A represents just 2.16 percent of Ameritech lllinois wire centers, but
20.37 percent and 12.12 percent of Ameritech Illinois UNE loops and UNE loop revenues,
respectively. In contrast, access area C accounts for 84.53 percent of Ameritech Illinois wire
centers and only 47.54 percent and 59.19 percent of Ameritech Illinois UNE loops and UNE

loop revenues, respectively.

A noteworthy observetion is that lack of proportionality between the percentage of Ameritech
Illinois access lines, UNEs and resale loops and the percentage of revenues they generate. For
example, UNE loops in access area A account for 20.37 percent of Ameritech Illinois
datewide tota, but a sgnificantly smaller 12.12 percent of the carrier’s statewide UNE loop
revenues. This disproportiondity is, of course, influenced by the fact that retall and wholesadle
rates in access area A are priced subgtantialy lower than those in areas B or C. In fact,
Ameritech Illinois UNE rates in access area A are among the lowest priced in the country. An

offsetting effect is that one would expect a higher proportion of high capacity loops to be

! The following six wire centers comprise access area A: Cana (CHCGILCL), Franklin (CHCGILFR),
Dearborn (CHCGILID), Lakeshore (CHCGILLR), Superior (CHCGILSU), and Wabash (CHCGILWB).
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purchased in access area A than in B or C, and thiswould tend to increase the revenue per loop

inA.

1. UBIQUITY AND GROWTH IN UNE LOOPSAND RESALE ACTIVITY

Competitive activity in Illinois, as measured by resold lines and UNE loops, is ubiquitous.

Figure 16 presents a map identifying the Ameritech Illinois wire centers in which one or more
resold line and/or UNE loop are present. The map provides a remarkable picture of how
widespread competition has become throughout the state. The manner in which this state of
affars developed is described in detall in this section.

Figure 2 provides a graphicd representation of the growth in business and residence resdle and
UNE loops satewide, and in each of the three access areas. The time period of anadysisisfrom
December 1997 to March 2000. It is important to note that, for purposes of presenting
conservative measures of the CLECS competitive presence in lllinois, no adjusments were
made to the UNE data to account for the various UNE products purchased by CLECs. For
example, adigital grade T-1 UNE loop was treated as equivaent to a standard 2-wire copper
loop.?

What is clearly gpparent from these schedulesis that UNE growth isfar outpacing that of resde
gatewide, and in each access area. During the 15-month period from December 1998 to
March 2000, the number of business and residentid resold linesincreased by 25 percent overdl
(business resale increased by 19 percent and residence resale increased by 46 percent). In
contrast, between December 1998 and March 2000, UNE loops increased from 19,731 to

In March, 2000 there were over 18,000 loops purchased in March 2000 (approximately 15 percent of
the total unadjusted UNE loop count) that were of a bandwidth greater than the standard 2-wire
voice grade loop.
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119,725, an overall increase of 507 percent during that period. Moreover, this phenomenon —
that UNE growth is dwarfing resde growth — is observed in dl three of the Illinois access

areas.®

These reaults are consgent with the intent of CLECs and anticipation of the lllinois
Commisson; namdy, that CLECs will utilize resdle as an entry vehicle and then migrate their
cusomers from resde to their own facilities. In a previous Order the lllinois Commission
explicitly recognized this trangtory, yet integrd, role of resde in fadlitating facilities-based
competition:
[T]he Commission aso is cognizant that new technology and innovation in the
actud sarvice provisoning will take place only as fadilities-based competition
evolves—adthough pure resde competition should not be written off just
because it may not be as beneficd as facilities-based competition.
Wholesdelresde competition will put competitive pressure on both retail rates
and qudity of service. Wholesale/resale competitionisalso afirst stepinan

evolving marketplace that will eventually involve more facilities-based
competition.* (Emphasis added)

Further review of Figure 2 revedls another remarkable pattern. I1n access area A, UNES have
grown so fast as to overtake resde as the dominant mode of competitive provision between the
two. As of March, 2000, there were 24,383 UNE loops and 15,619 resold loops in area A.
In access area B, UNES gained substantial ground on resade, growing by over 1,200 percent
from December 1998 to March 2000, compared with an 36 percent increase in resde during

8 Area A: resaleincreased from 15,237 linesin December 1998 to 15,619 in March 2000, an increase of
about 2 percent; UNE loops over this time period increased from 5481 lines to 24,383 lines, an
increase of 345 percent. Area B: resale increased from 32,890 lines in December 1998 to 44,565 in
March 2000, an increase of 36 percent; UNE loops over thistime period increased from 2849 linesto
38,428 lines, an increase of 1249 percent. Area C: resaleincreased from 110,002 linesin December
1998 to 137,780 in March 2000, an increase of 25 percent; UNE loops over this time period increased
from 11,401 lines to 56,914 lines, an increase of 399 percent.

4 |CC Order in Dockets 95-0458 and 95-0531, (Consol.), June 26, 1996, pp. 5-6.
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this time frame. The growth in UNESin access area B was by far the greatest of dl three access

areas. Asof March, 2000 there were 38,428 UNE loops and 45,565 resold loopsin area B.

The numbers dearly suggest thet carriers are in fact migrating customers from resae to facilities.
In order to examine this more closely, we looked specificaly at the wire centers in which resde
has actudly declined. Between December 1998 and March 2000, 33 Ameritech Illinois wire
centers experienced a decline in resale activity; the overdl decline in these wire centers was
approximately 9,700 lines. In contrast, UNE activity in these 33 wire centers increased by over
18,000 lines. These reaults further demondrate that service is moving from resale to fecilities-

based provison.

Figure 3 presents a dightly different perspective on UNE growth than does Figure 2. Figure 3
presents the statewide monthly growth in UNE loops and highlights the exponentia growth of
UNE loop demand in lllinois. The growth in demand for Ameritech Illinois UNE loops for the
15 months from December 1998 to March 2000 averaged 12.80 percent per month. During
the same period, Ameritech’s retail business access lines fell by 105,146. Clearly, CLECsare

egting away a Ameritech’'s market using, in part, Ameritech’s UNE loops.

The andyds | am presenting is only part, and perhgps a smdl part, of the competitive picturein
lllinois, even redtricting the analys's to conventiond, land-line service. The analysisis based on
information provided by Ameritech. Ameritech does not have data on CLEC service that is
provided entirely over the CLECS own facilities. Reiable data on such servicesis not publicly
avalable anywhere to my knowledge. For that reason, the lllinois Commisson recently
required CLECs to provide data on their own facilities-based service, in the context of the (still-
ongoing) lllinois Commerce Commisson Docket No. 98-0860. In that Docket, 14 Illinois
CLECs provided, under subpoena, year-end 1999 data on their resde and facilities-based

adtivitiesin Illinois. Ameritech was provided by Commisson Staff with a summarized verson of
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that data that preserved the anonymity of the carriers. Based on the summary data, my
colleague Dr. Debra Aron, who tedtified in that proceeding, was able to estimate the tota

number of CLEC lines provided in lllinois a the end of 1999. She estimated that CLECs in
[llinois were providing 542,688 lines to customers in lllinois a the end of 1999, of which more
than half, 285,116, are provided in forms other than resde’® This is a very consarvative
estimate because not dl of the Ameritech region was at issue in that docket with regard to of
resdentia service, and carriers were ingtructed to limit their responses to only the 19 downgtate
exchanges a issue in that proceeding when supplying their estimates of ther resdentia service.

It is not known whether they in fact did so.

I1l. GEOGRAPHIC DISPERSION OF COMPETITION IN ILLINOIS

In order to examine the geographic digperson of competition, | provide a competitive datistic
known as “addressability.” Addressability refers to the percentage of Ameritech retail lines (or
retail revenues) that are served out of wire centers in which CLECs are actively providing
service. We congder severd ways of measuring whether CLECs are actively providing
sarvice, and we bregk the andyss down into resde service, and facilities based service. For
resde addressahility, for example, we say that a carrier is actively providing resdentia servicein
a wire center if it is currently supplying a least one resdentid line via resde out of that wire
center. Since there might be some anomaly that accounts for that one line, we aso look a more
dringent requirements, in particular, we provide aternative measures in which we say thaet a
carier is currently providing residentia service in a wire center if it is providing a least 50

resdentid linesin the wire center, and we a0 sat an even higher threshold at 100 lines.

For a count of resale lines, Dr. Aron used the numbers provided by Ameritech Illinois. For
facilities-based lines, she used subpoenaed data provided by 14 Illinois CLECs. See, Ameritech
lllinois, Exhibit 2.1, Rebuttal Testimony of Dr. Debra J. Aron and AT&T Cross Exhibit 1
(Shooshan).
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| consider two measures of customer activity to measure addressability: (1) total Ameritech
Illinois network access lines in a wire center; and (2) tota retall revenues in a wire center
asociated with Ameritech Illinois network accesslines. In addition, addressahility is caculated
based on three types of wire-center-specific CLEC activity: operationa collocation;® resde of
Ameritech lllinois basic locd exchange service; and purchases of UNE local loops.

To see how the addressability measure works, consider the following example. Suppose there
are four wire centers, #1 has 1,000 resdentid lines, #2 has 2,000 resdentid lines, #3 has
5,000 residentia lines and #4 has 4,000 residentid lines. Suppose CLEC A is providing 600
resdentia lines viaresde from wire center #1, CLEC B is sarving 20 resdentid lines out of #2,
and CLEC C is serving 80 resdentid lines from wire center #3. No carrier is currently serving
any resdentiad customers out of wire center #4. In this example, the addressability of Ameritech
Illinois residential access lines ly resdlers with 1 or more resold residentid lines in a wire
center is 67 percent (8,000/12,000); addressability by resdlers with 50 or more resold
resdentid linesin a wire center is 50 percent (6,000/12,000); and addressability by resdlers
with 100 or more resold resdentid lines in a wire center is 8 percent (1,000/12,000). The
cdculaion of resde addressability for busness customers is andogous, as is the andyss of
UNE addressability and collocation addressability.

Notice that in the example, no customers are addressable out of wire center #4, no matter how
large the carriers are in the other wire centers or how closely located #4 is to the other wire
centers. We make no attempt to speculate on whether acarrier “could” serve wire center #4; if

no one is serving there, the customers there are not consdered addressable. Hence, the

As its title suggests, an operational collocation agreement is one in which the carrier has installed
collocation facilities in the incumbent’ s wire center, and the incumbent carrier has satisfied all of its
requirements under the agreement.
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addressability approach is very conservative because it looks only at actual provison of service
in awire center. The addressability statistics presented in this schedule are disaggregated to the

[llinois access arealevd.

A. Resale addressability

Currently, there are atota of 50 resdlersin Ameritech Illinois loca exchange markets actively
providing loca services. That data show that 44 of the 50 carriers are serving resdentid

customers via resde, while 36 carriers are serving business cusomers via resde.  Fadlities
based CLECs appear to be using resae to businesses as away to build a customer base before
their networks are operationd. Once the networks are ready and a customer base is
established, these companies typicaly migrate the resde customers to their own networks. The
data show that 5 of the 50 resdllers (including dl of the large resdlers) are dso facilities-based

carigsin lllinois.

Figures 4 and 5 present a detailed quantification of the availability of resde competition from
December 1997 to March 2000 for business and resdential customers in Ameritech’s service
territory in Illinois overal, and broken down into Access Areas A, B and C. Figures6 and 7
summarize the present Sate of resale addressability in bar chart format.” Two types of resae
addressability are presented in these Figures, resde addressability of Ameritech Illinois' retall

revenues and network access lines.

The statistics presented in Figures 4 through 7 reflect resale of Ameritech services only. In
particular, they do not measure resale of facility-based CLEC and/or IXC services. Several CLECs
offer their services for resale in their tariffs. See, for example, Focal Communications Corporation,
Tariff IL. C.C. No.1, Section 2, Original Page 31 (Effective: May 14, 1997); and MFS Intelenet of
lllinais, Inc., Tariff C.C. No.2, Section 2, Origina Page 36 (Effective: May 31, 1995).
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The data demongtrate that as of March 2000, fully 95.3 percent of Ameritech Illinois retall
business access lines and 96.3 percent of Ameritech Illinois retall business revenues in lllinois
were in wire centers in which there were at least 50 resold businesslines. Smilarly, in thissame
time period, 82.9 percent of Ameritech Illinois residential access lines and 82.4 percent of
Ameritech Illinois resdentid revenues were in wire centers in which there were a least 50
resold resdential lines. Moreover, the results indicate that resde is broadly available in dl
access areas.  In Access Area C, for example, business resdle addressability of Ameritech
lllinois retail business access lines and retail revenues a wire centers with at lesst 50 resold
business lines was 92 percent and 93.8 percent, respectively. The resde addressability of
Ameritech lllinois resdentia access lines and revenues a wire centers with at least 50 resold

resdentia lineswas 77.6 percent and 75.9 percent, respectively, in access area C.

B. Facilities Based Competition

In this section | present severad measures of availability of subgtitute services by facilities-based
competitive loca exchange carriersin Illinois. The first set of tatistics measure the percentage
of addressable lines and retail revenue in each Illinois wire center in which CLECs have one or
more operational collocation agreements. A second set of dtatistics measure the extent to which
competitors are present and providing services via unbundled loca loops in Ameritech Illinois
sarvice area. Thefind two measures of facilities-based competitive activity examine the number
of CLEC switches that resde in Ameritech Illinois service territory, and growth in the volume

of traffic that terminate from CLECS networks to Ameritech lllinois network.

1. Collocation Addressahility

When a competitor collocatesin Ameritech lllinois centra office, it makes afinancid investment

to establish a fadilities-based presence in the wire center. Collocation is a strong indication that
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the collocated provider’ s backbone interoffice network extends to this central office. Hence, to
provide local exchange service, a collocated provider need only access the end-use customer
via unbundled loops or, if it chooses, via its own loop facilities. Because unbundled loops are
avalable a regulated, cost-based rates, operationa collocation in a centrd office is direct
evidence of a competitor's existing, in-place facilities capable of providing switched loca

exchange sarvice there.

For many CLECs in Illinois, collocation is an important component of their entry srategy. As
described in Allegiance Telecom’s most recent 10Q filing to the SEC:

Locating equipment a ILEC facilities, so known as "collocation,” is centrd to
the success of [Allegiance' s market entry] strategy. By collocating, we have the
ability to lease, on a monthly or long-term basis, local loop and other network
elements owned by the ILEC. This enables us to reach a wide range of
customers without having to build network connections to each one of them...
We bdlieve tha [this method of market entry] dlows us to reduce up-front
capita expenditures to approximately 25% of the tota capital expenditures
required to develop such a network as compared with up-front capitd
expenditures of approximady 50% under traditiond build-out modes.
(Allegiance Telecom, Inc., 10Q Report, May 15, 2000)

It is important to recognize that the use of addressability as a measure of competition, in
particular, collocation addressability, is not a new concept. The FCC in its decison to introduce
pricing flexibility in the interdate high-capacity access market adopted a smilar collocation
metric to the one | use in thisreport. The FCC metric measures service revenue addressablein
wire centers with collocation.® In granting “Phase I” rdief (downward pricing flexibility for
gpecia access services), the FCC specified that the ILEC must demonstrate, among other

8 Federal Communications Commission, Fifth Report and Order and Further Notice of Proposed
Rulemaking, FCC 99-206, August 5, 1999 (“ Pricing Flexibility Order), 77.
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things, that collocation addressability in the rdevant geographic area equaled or exceeded 30

percent of revenue or that 15 percent of wire centers were collocated.’

Moreover, the use of collocation as a metric of competition is a conservative indicator of the
avalability of fadlities-based subgtitutes. A collocated provider need not use UNESto provide
locd exchange service, and, indeed, need not even be collocated in Ameritech’s wire center.

For example, a CLEC that is providing competitive access services using high capacity facilities
that it sdf-supplies to the customer’ s premises can dso provide local exchange services over the
same facility. In such a case, the CLEC would purchase no unbundled loops from Ameritech

[llinois, and may not be collocated in Ameritech’s wire center. Now that the mgor competitive
access providers, TCG and MFS, are owned by the mgjor IXCs, AT& T and MCI WorldCom
(respectively), | would expect that this avenue for providing loca exchange services will become
increasingly prevaent. Furthermore, these competitors dready have extensve high capacity
fiber networksin the Chicago LATA (asis described in the attached Schedule 3). This possible
underreporting of fadlities-based activity that may result from a collocation measure of
competition is explicitly recognized by the FCC in its 1999 Pricing Flexibility Order.*°

Figure 8 quantifies the magnitude of operationa collocation in Illinois and Access Aress A, B

and C from December 1998 to May 2000. Consstent with the other figures, Figure 8 presents

In this proceeding the FCC addresses two “phases” of pricing flexibility, Phase | (downward only)
and Phase Il (downward and upward). The use of addressability as applied to Phase | and Phase |
pricing flexibility is for the most part identical, except the latter requires, among other things, a
higher percentage (65 percent) of addressable revenue than the former (30 percent). See “Pricing

Flexibility” Order, 1 148.

Pricing Flexibility Order, § 95 (“We recognize, however, that evidence of collocation may
underestimate the extent of competitive facilities within awire center, because it failsto account for
the presence of competitors that do not use collocation and have wholly bypassed incumbent LEC
facilities...”).

10
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collocation addressability of both Ameritech Illinois access lines and retail revenues. Figure 9
summarizes the current state of collocation addressability in bar chart format. As of May 2000,
both the percentage of retail business lines and the percentage of retall revenues in lllinois thet
are in Ameritech Illinois wire centers with operationd collocation are 95.3 percent. The
percentage of tota retall resdentid lines and revenues in wire centers with operaiond
collocation are 92.4 percent and 92.5 percent, respectively. Moreover, collocation has been
broadly pursued by CLECs throughout the state. In access area C, for example, the
percentage of totd retall busness and resdentid lines in wire centers with operaiond
collocation is 92 percent and 88.4 percent, respectively. These numbers demondrate an
extremdy high levd of avalability of fadilities-based competition in Illinois.

2. Unbundled Loca Loop Addressability

Currently, there are atota of 14 carriers purchasing UNE loops from Ameritech Illinois. The
provisoning of UNEsin lllinaisis dispersed among al three access areas, with the vast mgority
of activity taking place in access areas B and C (80 percent).™ Of the four largest purchasers,
over 50 percent of this group’s UNE loops serve customers in access area C, while their
remaining activity is gpproximately evenly split between areas A and B.  With respect to the
next sx largest UNE purchasers, the largest percentage of this group’'s UNE loops serve
customers in access area B (43 percent), followed by area C (38 percent) and area A (19
percent). With respect to the remaining four UNE purchasers, approximeately 64 percent of
their UNE loops serve customers in access area C, 22 percent in area A, and 14 percent in

areaB.

n More specifically, UNE purchases in the three access areas are distributed as follows: access area
A accountsfor 20 percent of total UNE loop purchases (24,383 UNE loops); access area B accounts
for 32 percent of total UNE loop purchases (38,428 UNE loops); and access area C accounts for 48
percent of total UNE loop purchases (56,914 UNE loops).
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Figures 10 and 11 present the percentages of business and resdence unbundlied loop
addressahility, respectively, of Ameritech Illinois access lines and retail revenues. Figures 12
and 13 summarizes the present state of UNE addressability in bar chart format. These
schedules quantify the magnitude of business and residence retail loca access lines and revenues
addressable by CLECs purchasing unbundled loops from Ameritech Illinois on a Statewide
basis and in each access area from December, 1997 to March, 2000. The data used to
compile these schedules do not identify the customer group CLECs are serving via UNE loops
(i.e., business customers vs. residential customers).*? The business UNE addressability statistics
presented in Figures 10 and 12 and the residence UNE addressability statistics presented in
Figures 11 and 13 are based on the tota number of UNE loops in an Ameritech Illinois wire
center, regardiess of the loops specific utilization. (The digtinction between residentid and
busenss addressahility refers to Ameritech’s resdentid and business lines and revenues that

are addressable by the UNEs in awire center.)

The schedules demongtrate that between December 1997 and March 2000, the statewide
percentage of Ameritech’s business and residence loca access lines and retall revenuesin wire
centers with at least one, 50, and 100 UNE loops increased dramatically. Moreover, access
aeass A, B and C each show growth in both business and resdence unbundled loop
addressability. For example, in access area C the percentage of addressable business local
access lines and retail revenues a wire centers with at least 100 UNE loops increased by 236
percent (from 18.8 percent to 63.2 percent) and 263 percent (from 17.7 percent to 64.3
percent), respectively. Both the magnitude of these numbers and their rate of change

12 It is our understanding that Ameritech does not have accurate data that identifies the customer

group CLECs are serving via UNE loops. Under the present system, CLECs are given the option of
voluntarily disclosing the type of customer that will be provided service via a UNE loop. This
information, however, is not required, in that the UNE rate is the same regardless of the type of
customer served by the CLEC. Moreover, there is no system in place to verify the accuracy of the
information provided by those CLECs that voluntarily disclose customer type.
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demondrae a high leve of avalability of fadlities-based competition that is growing a an
extremdy rapid pacein lllinais.

Ovedl, | beieve that the biggest dory told by this data is the remarkable increase in
competitive facilities participation in access areas B and C. As of December 1998, access area
A dready had a subgantid competitive presence, with 100 percent business resde
addressability, 100 percent UNE loop addressability, and 100 percent collocation
addressability. In addition, severa competitors aready had substantid fiber networks of their
own in that area (as well asin access area B and portions of C), as| discussin Schedule 3. In
Access Area B, however, where UNE competition was nascent in December of 1997, the
number of UNE loops now ggnificantly exceeds even the number in Access Area A. My
reading of these growth paiterns is that competitors have begun bypassing Ameritech Illinois
network entirdy and provisoning new customers in Access Area A onto the CLEC's own
fecilities, while in Access Area B, the CLECs are focused relaively more on moving out of
resdle and into UNEs as well as their own facilities. While resale addressability was virtudly
ubiquitous in Access Area B dready in December 1998, UNE loop addressability has
increased dramatically. More than 90 percent of Ameritech Illinois business and resdentid

linesin Access Area B are now in wire centers with a least 50 UNE loops.

Access Area C is dso demondtrating remarkable growth in fadilities-based competition. The
largest absolute decrease in retall business lines provided by Ameritech Illinois occurred in
Access Area C. The percentage point increases in UNE addressability in access area C were
comparable to theincreasesin access area B. In addition, the largest absolute increase in UNE

loops occurred in Access Area C.

3. CLEC Switchesin Ameritech Illinois Service Territory
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Additiond evidence on the extent of competition and the commitment of competitors  the
[llinois market comes from the facilities investments CLECs have made here.  Figure 14
contains a list of CLEC switches in Ameritech Illinois service territory. The data derive from
the February 1999 Locd Exchange Routing Guide (LERG). While the data are somewhat
dated (and therefore presumably understate the current number of switches), they offer a useful
indication of the large number and disperson of CLEC switches in Ameritech lllinois territory.
Conggent with the conservative methodology of our andyss, the figure does not include any
CLEC switches that have the ability to serve cusomers in Ameritech Illinois territory, but
physicaly reside outside of this territory®®. Figure 14 indicates that CLECs have indtaled 62 of
ther own switches in Ameritech lllinois' territory. In addition, the figure dearly demondrates
the digperson of CLEC switches in the sate and the areas in which CLECs presumably offer
fadlities-based loca exchange services utilizing their ingtaled switches.

4. Growth in CLEC Interconnection Minutes Terminating on Ameritech Illinois
Network

Another indicator of facilities-based locd exchange competition is the growth in locd traffic that
originates on a CLEC's locd exchange network and terminates on Ameritech’s loca exchange
network. When a CLEC is providing local exchange service to its end users over its own or
leased facilities, there will likely be aflow of locd traffic between the carriers networks. Asa
CLEC attracts customers and establishes a presence in the market one would expect the inter-
network flow of traffic to increase. Therefore, growth in inter-network locd traffic provides an
indication of the growth of fadlities-based CLECs services and the CLECs ability to provide
comptitive dternaives to Ameritech Illinois locd exchange service. Figure 15 presents the

annud growth in inbound inter-network traffic that originates on CLECS networks and

B3 For example, McLeod owns a switch in Mattoon, Illinois, which isin the heart of McLeod’ s downstate

territory, area surrounded by, but not in, Ameritech’s service territory.
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terminates on Ameritech Illinois network from 1996 to 1998. Because these are inbound
minutes only, they do not include traffic to ISPs served by CLECs. Nevertheless, the Figure

demondtrates that the inbound traffic flow has approximately doubled in each year snce 1996.

V. CONCLUSIONS

The empiricd evidence presented in this schedule indicates that Ameritech Illinois has incurred
ggnificant competitive losses to CLECs in the last severd years. The phenomena growth in
UNE loops, relative to resale, srongly suggest that facilities-based competition is driving the
magority of these losses. Ameritech lllinois' competitors have been and are continuing to build
fadlities in Illinois and trangtion their cusomers from a resde platform onto their own fadilities.
The magnitude of the addressability metrics and their rate of growth (in particular, collocation
and UNE addressability) has been subgtantid. Each piece of evidence presented in this
schedule supports the concluson that CLECs are succeeding in the highly competitive 1llinois
local marketplace. Taken asawhole, theindividua pieces of evidence show that competition in
lllinois is mult-dimensona and robugt. In fact, the exponentid growth in fadilities-based
activities, uncovered by the collocation and UNE data, provide a strong indication that

competition will not only continue but accelerate in the foreseesble future.
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Figurel
Percentage Comparisons of the Ameritech Illinois

WireCentersin AccessAreasA,Band C

(March 2000)
Access Areas

A B C Total
Percentage of Ameritech Illinois
Wire Centers 216 % 1331% 84.53% 100 %
Percentage of Ameritech Illinois
Retail Revenue 1321 3208 61.33 100
Percentage of Ameritech Illinois
Network AccessLines 731 30.66 62.04 100
Percentage of Ameritech Illinois
Resold L oop Revenues 470 24.31 70.99 100
Percentage of Ameritech lllinois
Resold L oops 712 20.98 71.90 100
Percentage of Ameritech Illinois
UNE Loop revenues 1212 28.69 59.19 100
Percentage of Ameritech Illinois
UNE Loops 20.37 32.10 4754 100

Source: Ameritech Illinois
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Figure 15:

Inbound Billed Minutes of Use
(January 1996-December 1998)

Total Billed Annual

Year Minutes Growth

1996 93,693,253 -

1997 180,452,409 93%

1998 362,583,339 101%

Source: Ameritech lllinois



